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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
C. Assets, Liabilities and Equity (Continued) 

 
7. Net Position 

 
In the basic financial statements, net position represents the difference between assets and liabilities.  Net 
investment in capital assets, consists of capital assets, net of accumulated depreciation, reduced by the 
outstanding balances of any borrowing used for the acquisition, construction, or improvement of those 
assets. 
 

8. Resource Use Policy 
 

It is in the District’s policy for all funds that when an expenditure/expense is incurred for purposes for which 
both restricted and unrestricted resources, including net positions, are available, the District considers 
restricted amounts to be spent first before any unrestricted amounts are used.   

 
D. Revenues, Expenses and Other Changes in Net Position 

 
1. Operating Revenues and Expenses 
 

Operating revenues and expenses are principally from water sales and connection fees charged to new 
system subscribers.  Customer water consumption is determined by monthly meter readings taken by an 
auto-read system.  The water sales from subscriber water consumption billed but unpaid at the District’s 
year-end are recognized as revenue in the current year and reported in the statement of net position as 
accounts receivable.  Operating expense consist of those costs necessary to operate and maintain the water 
distribution system and for general administration of the District. 

 
2. Non-Operating Revenue and Expenses 
 

Non-operating revenues and expenses consist of investment earnings, interest expense incurred on the 
District’s notes payable and gains and losses on sales or the abandonment of long-lived assets. 

 
3. Bad Debts 
 

The District uses the direct write-off method for recognizing bad debts.  Under the direct write-off method, 
accounts receivables are charged to income during the period they are determined to be uncollectible.  The 
use of this method does not result in a material difference from the valuation method required by generally 
accepted accounting principles. 

 
2. TEMPORARILY RESTRICTED ASSETS 
 

Under the terms of the note indenture with Rural Development, the District is required to make monthly contributions 
into a reserve account until a minimum balance of $26,676 has been reached for Rural Development Loan # 99-01.  
The funds are temporarily restricted and are to be used for repairing or replacing damaged assets caused by 
unforeseen catastrophes.  With prior written approval from Rural Development, the reserve funds can also be used 
for making improvements to the water system or for debt service.  The balance at the end of the year for Loan #99-01 
is $26,676 with a total balance of $26,676. 
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